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QUEBEC COBALT AND EXPLORATION LIMITED 


(No Personal Liability) 


“pect Report fo Shereshlrs 


Montreal, Quebec, 
March 25th, 1969. 


TO THE SHAREHOLDERS: 


Your Directors herewith submit a report of operations and the financial statements 
of the Company for the fiscal year ended December 31, 1968, together with the Auditors’ 
Report to Shareholders. 


IRON PROPERTIES, MT. WRIGHT, QUEBEC 


As you were informed on October Ist, 1968, we received notice of the termination 
of the lease on the Quebec Cobalt iron properties held jointly by Boulder Lake Mines Inc., 
wholly owned subsidiary of Cleveland-Cliffs Iron Company and Normanville Mining 
Company, wholly owned subsidiary of Jones & Laughlin Steel Corporation. Royalties 
amounting to $1,008,333.33 have been received. 


Originally your company estimated a potential of one billion tons of crude, 
concentrating iron ore. Subsequently, Jones & Laughlin engineers developed\ more than 
half this tonnage through 20,000 feet of diamond drilling, geomagnetic work, and geologic 
mapping. Their figures were 147 million tons of proven, 56 million tons of possible iron 
ore concentrates, which at a 2.7 to 1 concentrating ratio is equivalent to 548 million tons 
of crude. Their stripping ratio was 1.1 tons waste per ton of concentrate, that is 0.4 ton 
of waste for each ton of crude ore mined. All waste in bands thicker than twenty feet 
ana within pit limits would be stripped and thus bypass the mill. 


Jones & Laughlin engineers stated that their Company originally had only 
contemplated a production rate of three million tons per year of iron ore concentrate. 
Having readily developed reserves sufficient to maintain this rate of production for half a 
century, production from any additional reserves would have been so far off in the future 
as to make further current exploration expenditures economically impractical. 
Consequently, many promising areas were not drilled or included in the possible ore. 
Even the main areas were only drilled from along the outcrops to prove these minimum 
requirements and were not tested for geologically indicated, possible continuations in 
covered areas. Our total reserve potential is almost an academic question inasmuch as 
all available evidence points to the possibility of vastly increasing them through further 
drilling, perhaps even beyond our original estimates. 


Of more immediate importance than our total reserve potential is the possibility 
of increasing the grade of reserves. A study of Jones & Laughlin data by your Geologist 
has revealed that areas favourable for substantial tonnages of higher grade iron ore were 
indicated, but not probed in sufficient degree and detail to change the status of our reserves. 
It is impossible to translate this geological appraisal into precise figures without 
considerable additional drilling. However, a prediction that such drilling might develop 
sufficient higher grade tonnages to raise our overall ore grade to that of other production 
in the area is not inconsistent with the present data. 


Visits by your President to large, open pit mining operations in the American 
southwest have revealed that since Jones & Laughlin’s work a decade ago, considerable 
improvements have been made in the technology of mining and milling large tonnages, 
such as exploitation of your Company’s iron deposits would entail. In spite of higher costs 
for labor and materials and a presently lower price for iron ore, use of larger trucks, 
(100-200 ton units, larger shovels, 19 to 25 yard capacities), larger grinding mills, low 
cost ammonium nitrate explosives, more precise data and controls, by greatly decreasing 
unit costs, both in mining and milling, further enhance the economic feasibility of our 
iron deposits. With these lower projected costs enabling us to increase our stripping 
ratio of waste to ore, we should easily be able to increase our present ore reserves, even 
exceed our original tonnage estimates of over one billion tons of crude ore. The chief 
value of Quebec-Labrador iron deposits, in fact for almost all Canadian deposits, which 
may be by world standards slightly higher cost operations, is their ready availability, 
stemming from political stability. 


As stated in the Release to shareholders of October 1st 1968, we are exploring the 
possibility of interesting other groups in the development of our property. Should our 
negotiations result favorably you will be immediately informed. 


OTHER PROPERTIES 
Quebec 


There was no work performed on any of our properties in Quebec in 1968. We 
hold our interest in Quebec Platinum Mines Limited, as well as retaining a few outside 
claims. 


Ontario 


In the Sudbury Mining District of Ontario our Company has taken a substantial 
stock position in a deep drilling venture with Frood Deep Nickel Mines Limited where 
drilling is still continuing. 


The 28 mining claims in Mann Township, Porcupine Mining Division, were 
optioned to New Calumet Mines Limited, which Company is carrying out a geomagnetic 
survey of the claims. 


Kapkichi Nickel Mines Limited has optioned its properties to Union Miniere 
Explorations & Mining Corporation (known as Umex) of Belgium. A small cash payment 
was received. Some 70 additional claims were staked by Umex surrounding the optioned 
ground in which Kapkichi receives a proportionate interest if a company to develop the 
entire property is formed. 

Oil Ventures 


Our oil and gas interests have been sold to a wholly owned subsidiary. 


GENERAL 


No property was acquired in our various prospecting activities in Canada and the 
United States this past year. 


We shall continue our exploration work this coming year. 


By Order of the Board, 


ROBERT D. HOFFMAN, 
President. 


CURRENT ASSETS 


Cash and term bank deposits .. . 
Accounts receivable. 


SECURITIES 


QUEBEC COBALT AND 


Incorporated unde 
and its suby 


Consolidated Balancer 5 


(with comparative figur 


ASSETS 


1968 1967 
men oe nee $ 126,364 $ 167,440 | 
FACE ae a ise aoe a ne ee DOES 31,698 
eS aE he Oe er te eas 16,000 10,700 


169,617 209,838 


Quoted shares and trust units at cost | 
(quoted market value, 1968 — $1,062,062; 1967 — $891,244) 503,134 458,155 | 


Other securities at cost less amounts written off ......... Ge Vinee s tah PAT ANS) 2115719 


MINING CLAIMS 


714,853 669,874 


Interest in mining claims in the Mount Wright Area, Quebec, held under 
development licenses, acquired for 1,000,000 shares of the 


company’s capital stock issued at 3¢ per share and $1,001 cash 31,001 31,001 (| 

Interest in mining claims in Mann Township, Ontario, at cost (note 2) 950 950 | 
Interest in mining claims in Rouyn Township, Quebec, at cost ....... 250 250 
32,201 32,201 

OTHER ASSETS AND DEFERRED CHARGES 

Special refundable tax 2) .25 ee fe) eee eee 3,920 3,920 
Organization expenses... ayes ee eee ee ee 2,580 2,580 
6,500 6,500 


$923,171 Sa Sisai3 


—e 


AUDITOI 
To the Shareholders of 
Quebec Cobalt and Exploration Limited 
(No Personal Liability) 


We have examined the consolidated balance sheet of Quebec Cobalt and Exp 
1968 and the consolidated statements of income, retained earnings and source an 
and explanations we have required. Our examination included a general review | 
evidence as we considered necessary in the circumstances. 


In our opinion, and according to the best of our information and the explani 
are properly drawn up so as to exhibit a true and correct view of the state of 4 
and the source and application of their funds for the year then ended, in accordance 
of the preceding year. 


Toronto, Canada 
February 25, 1969 


XPLORATION LIMITED 


Liability) 
» laws of Quebec 


‘y company 


Me December 31, 1968 


i December 31, 1967) 


LIABILITIES 


: 1968 1967 
| CURRENT LIABILITIES rae A Enea 
| 


pxccuunits payaple and accrued liabilities: < .. 0 So ne ee pal6,53: 12 9S 20,051 


Rcomen axes pavADleh.. Serco eee aN ree oS, Le eee a 2,362 

| moOnepayablestershaveMOldery cn owt se ect ruiet POR SA oo en Da des 30,000 

: 18,899 50,051 

: OTHER LIABILITIES 

| PAcemicn pension ability *(MOte.3,) enue eee 2 Ae Nae 77,600 58,200 

! eee ——————sS 

| SHAREHOLDERS’ EQUITY 

CAPITAL STOCK 

| Authorized — 3,500,000 shares of $1 each 

| Issued ==9 32900, O00; shares i os eee ene reine, An 3,500,000 3,500,000 
sess, discount-on Shares: (/~.- 5) 72 8 = ee ee PE we. ORLA lid. 2,916,496 2,916,496 


| 583,504 583,504 
| RETAINED EARNINGS (otic ons foe eee eo 243,168 226,658 


826,672 810,162 
| Approved by the Board: 


| R. D. HOFFMAN, Director. 
| B. A. ORR, Director. 


$ 923,171 $ 918,413 


REPORT 


‘on Limited (No Personal Liability) and its subsidiary company as at December 31, 
plication of funds for the year then ended and have obtained all the information » 
k accounting procedures and such tests of accounting records and other supporting 


| given to us and as shown by the books of the companies, these financial statements 
juirs of the companies as at December 31, 1968 and the results of their operations 
h generally accepted accounting principles applied on a basis consistent with that 


THORNE, GUNN, HELLIWELL & CHRISTENSON, 
Chartered Accountants. 


QUEBEC COBALT AND EXPLORATION LIMITED 


(No Personal Liability) 
and its subsidiary company 


Consolidated Statement of Sncome 


Year ended December 31, 1968 
(with comparative figures for 1967) 


1968 
REVENUE —— 
Royalties {romilease*of mining claims] (Mote .5))5, eee een $ 108,000 
Dividendssandvother:royaltics.receivedie soa aes ee 27,948 
Interést. cared sic, 2 eee a ke ee 7,190 
Loss on: oily well operations. Ge ace, hr ee (4,435 ) 
138,703 
EXPENSES 
EXPLORATION 
Geolosist’s salary: andsexpenSes. 7 eae 6 are eer 10,210 
Prospector’s salaryig age ee ee ee ee 12,000 
Travelling and other prospecting expenses 7). 2 16,616 
Drilling —.Mann Township claims 3 ene 
Geophysical survey — Mann Township claims ................ 
Depreciation of automobiles a. ree ere ee eee 
38,826 
ADMINISTRATIVE AND GENERAL 
Ofhice “Services 7s ee ea acre ee a 24,550 
Shareholders Teports sand Mechs weeny yee narra 1,406 
Diréctors” FES fen. c 5. Ae eet ee ee 586 
Directors’ expenses? 2 ry oy eee eee ge eee ary rs 2,194 
Share transier expenses t= eee er eee ier etre 3,007 
Legal-and ‘auditcexpense. 2 ian ee ee er an 2,450 
Executive Salaries i. ccavee ye Garin ree eae ee eos rte mere ent eins Se 22,500 
PrOVISIONGIOL: PENSIONTCOS( Saar mee rea ee eta oe rr We ere ae 19,400 
Buildingvalterations torstorage tactics ara ee ee 
Interest onsloan, payable tomchancno| Cerra a ee GIo350)) 
Other administrativesand ssenerdinc spenses ae ena n re nee ees 541 
75,784 
114,610 
24,093 
Profit‘on securities sold lessramounts written ott ==) 19 ee) eee 
Income. before income taxes.-.. a: eee erm: en ee em 24,093 
Income:taxes. (ote 6)" <2 okie ee ee ee 5,800 
Netincome forthe. year: 9s 5.4. oie et eee en $ 18,293 


1967 


$ 108,000 

36,434 

S51 
(5,465) 


144,079 


9,941 
12,000 
20,615 

4,757 

4,300 

172 


IL 7S5 


26,512 
1,982 
570 
2,148 
2LGS 
2,160 
22,200 
19,400 
25,110 
1,350 
9,408 


113,065 
164,850 
(20,771) 


77,946 


S75 1675 


Dat 


$ 56,604 


== 


QUEBEC COBALT AND EXPLORATION LIMITED 


(No Personal Liability) 
and its subsidiary company 


Glial Silene of tind Carnings 


Year ended December 31, 1968 
(with comparative figures for 1967) 


1968 1967 
eraie CEAte De Olle: OL VEAL "ent an eens. go ok ee SERS $ 226,658 $170,054 
BComCorme 1m tHenVeAlet ob fh oes on Pan es Pa Gee wi eels ana hes 13,293 56,604 


244,951 226,658 


Excess of cost of shares in subsidiary company over book value of underlying 
SS oCt mm LC mls) sare re Mies ta tec eee ty Or tare a ee hem aah eg Ree) 


ibs ANCOR CIICRODS VCAL Sc Hol ose esi Nite att EA eer OR wil os $ 243,168 $226,658 


Gr oldatcd Statement of Sire: Pel Application of Saat 


Year ended December 31, 1968 
(with comparative figures for 1967) 


1968 1967 
SOURCE OF FUNDS 
INGENCOMe! TOM the Year, os 40.02 ee eae cL ee ea Rs, $18,293. $ 56,604 
Add items not requiring current outlay 
Provision for: pension ycOsiS n/a see ee tn ee, te 19,400 19,400 
PCDLECISLION woo. 24 2B yagi Gs CELE Ne, tO EOE, ne 72 
Amounts Written: OlL,-SCCUTITICS. oa 5 ae ee ee ee ee 10,729 
37,693 86,905 
Sale of securities (less $88,676 profit included in net income) ......... 130,558 
OMersources Sy oc oe ee es a ee ne ce ee 2,341 


37,693 219,804 


Application of funds 


BE CHASCS- OL SECUPILICS «tata he, tae a ee Rory oy Pee Ae et 44,979 170,053 
Excess cost of shares in subsidiary company over book value of 
MNGET VINO PASSCIS ee pene eee ee, ee ee ee 1,783 


46,762 170,053 
Merease uectcase 1a WOlking Capitalist.) a0) An ew ram Ot oc He (9,069 ) 49,751 
Workie Capital at-besinnins Of: year’... 3... angen ra ees Ae le ea 159,787 110,036 
WOrkino capitalsalcntsOl VCatiins  cohed< . op ete sR Sa eke bw! SLOTS —bt995787 


QUEBEC COBALT AND EXPLORATION LIMITED 


(No Personal Liability) 
and its subsidiary company 


Vokes fo (Sebald, Deer Spayie 


December 31, 1968 


BASIS OF CONSOLIDATION 


The consolidated financial statements for 1968 include the accounts of a wholly owned subsidiary 
company which holds the U.S. oil interests formerly held by the parent company. 


MINING CLAIMS 


Pursuant to an agreement dated April 22, 1968, New Calumet Mines Limited has been granted an 
option to acquire up to 52% interest in the company’s mining claims in Mann Township, Province of 
Ontario, by performing thereon up to $25,000 of development work within six years from the date of 
this agreement. 


PENSION COSTS 


The company has agreed to pay pensions to certain employees upon their retirement. The pension 
cost related to past services of employees and not provided for at December 31, 1968 is estimated to 
amount to approximately $26,000. This cost is being charged to income over the estimated terms of 
service of the employees. 


COMMITMENT TO ADVANCE FUNDS 


The Company has agreed to advance to Frood Deep Nickel Mines Limited, on request, up to 
$150,000 on or before March 31, 1969. Such advances are to be repayable on March 31, 1970 with 
interest at the rate of 6% per annum. At any time on or before March 31, 1970 either Quebec Cobalt 
or Frood Deep may require payment of the loan by the issue of shares of Frood Deep at 60¢ per share. 


ROYALTIES FROM LEASE OF MINING CLAIMS 


The lease on the company’s mining claims in the Mount Wright Area of Quebec has been 
terminated by the lessee. Royalties terminate with the royalty payment for the first quarter of 1969. 


INCOME TAXES 


The provision for income taxes for 1968 includes U.S. withholding tax of $3,438 and Canadian 
income taxes of $2,362. The 1967 provision is made up of U.S. withholding tax of $2,996 less an 
adjustment of prior year’s Canadian income taxes of $2,425. 
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